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Dspartment of the Treasury 

Washington, DC 20224 ,A,&!+ 
Porson lo Conlacl: *****  * * * * * *  h  

Tolephone Number: ****  ******** 

Roler Roply lo: *********** 

E . 1 . N :  ********** 
Key D i s t r i c t :  Ba l t imore  

Dear i . p p l i c a n t :  

We h a v e  cons ide red  your  a p p l i c a t i o n  f o r  r e c o g n i t i o n  o f  
'exemption under s e c t i o n  5 0 1 ( c )  ( 3 )  of t h e  I n t e r n a l  Revenue Code. 
Based upon t h e  i n f o r m a t i o n  submit ted  we c o n c l u d e  tha'i you do n o t  
q u a l i f y  f o r  exemption under t h a t  s e c t i o n .  The b a s i s  f o r  o u r  
conc lus ion  is s e t  fo::'.h below. 

.+ 
The infor:m**** ***** i * * *  *  d i c a t e s  t h a t  you were 

i n c o r p o r a t e d  o n  *********  ********* under  t h e  laws uf t h e  Stat-of 
******* .  Your a ~ t i c l e s  o i  i!:corpc:ation p r o v i d e  that. you a r e  
0rganizr.d I1 to  promot:.. t h e  Chr i s t1 .m ph i losophy  o f  l i f e  and 
Chr is t . ian  v a l u e s  th i  ~ i l y l i  t h r  ; : rea t ion  and a i s s e ~ n i n a t i o n  of 
Chr i s t i an -o r i en tn -d  c n t t e r i a l s  i o  indi!; idunlr  .rnd orc janiza t ions  i n  
t h e  Uni ted  S t a t e s  and wol:ldwirl:.. . I t  

You i n d i c a t e  t h a t   yo^; w i  !.I 1 6' in ' rolv !L i n  t h e  p r o d ~ : . . t i o n  and 
d i s s e m i n a t i o n  of C l l r  i s t iav-01:  iel l ted a:?cl e d u c a t i o n a l  m a t e r i a l s ,  
i n c l u d i n g ,  b u t  n o t  l imitel .!  t o :  l j  ) opera t i (xr i  o f  3 reaol l rce  
c e n t e r  which  w i l l  s e l l  ~ h r i s t i ~ r .  ?,7d ~ d ~ i c a t l o n a l  r e c o r d i 1 . g ~  
i n c l u d i n g  sermons  and mus ica l  rc!cor:.lings t o  t h e  g e n e r a l  p u b l i c ;  
(ii) p r o d u c t i o n  and d i s s c m i n a t i c n  of c a t a l n q s  and  o t h e r  
p romot iona l  m a t e r i a l s  relcct 'ing t o  t h e  resour( ;?  c e n t e r ;  (i.ii) 
c r e a t i o n  a n d  p roduc t ion  of programs anti procrr.,m segments fur 
b r o a d c a s t  o n  r e l i g i o u s  r a d l o  programs and t c : , a v i s i o n  programs; 
and ( i v )  p r o d u c t i o n  and  d issen , i .na t iun  of p r ~ n t e d  ma te r i a l  i n  
s u p p o r t  o f  C h r i s t i a n - o r i e n t e d  and educatio1::ll o p e r e t i o n s .  

The f i n a n c i a l  d a t a  provided by 1'2i1 i n d i c a t e s  t h a t  i n  f i s c a l  
* * * s  ***4,  **** and **** you a n t i c i p a t e d  r e c e i v i n g  approximate?.y 
*** % o i  y o u r  income from u n r e l a t e d  busines, ;  income and abou t  **% 
of  your : ncome froin g i f t s ,  g r ~ l n t s  and c o n t r i l u t i o n s .  

O r g a n i z a t i o n s  d e s c r i h e d  i n  s e c t i o n  5 0 1 ( c )  ( 3 )  of t h e  Code a r e  
exempt f rom f e d e r a l  income t a x a t i o n  unde r  s e c t i o n  501 ( a ) .  To be 
inc luded  w i t h i n  s e c t i o n  501(c )  ( 3 ) ,  a n  o r g a n i z a t i o n  must b e  
l l o rgan ized  and o p e r a t e d  e x c l u s i v e l y  f o r .  . . r e l i g i o u s ,  
c h a r i t a b l e ,  . . . l i t e r a r y ,  o r  e d u c a t i o n a l  purpi -ses ,  . . . no  p a r t  o f  
t h e  n e t  e a r n i n g s  of which i n u r e s  t o  t h e -  b e n e i i t  o f  any p r i v a t e  
? h a r e h o l d e r  o r  i n d i v i d u a l .  

S e c t i o n  1 .501 (c:) ( 3 )  -1 ( a )  of t h e  Income Tax Regu la t ions  
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s t a t e s  t h a t  i n  o r d e r  t o  b e  exempt a s  an o r g a n i z a t i o n  d e s c r i b e d  i n  
s e c t i o n  501(c)  ( 3 ) ,  a n  o r g a n i z a t i o n  must b e  bo th  o rgan ized  and  
ope ra ted  e x c l u s i v e l y  f o r  one  o r  more of t h e  purposes  s p e c i f i e d  i n  
such s e c t i o n .  If an o r g a n i z a t i o n  f a i l s  t o  meet e i t h e r  t h e  
o r g a n i z a t i o n a l  test o r  t h e  o p e r a t i o n a l  test, it i s  n o t  exempt. 
An o r g a n i z a t i o n  is organ ized  exc lus ive ly  f o r  one o r  more exempt 
purposcs  only i f  its a r t i c l e s  o f  o r g a n i z a t i o n  l i m i t  t h e  purposes  
of such o r y a n i z a t i o n  t o  one  o r  more exempt purposes  and do n o t  
e x p r e s s l y  empower t h e  o r g a n i z a t i o n  t o  engage, o t h e r w i s e  t h a n  a s  
an i n s u b s t a n t i a l  p a r t  of i t s  a c t i v i t i e s ,  i n  a c t i v i t i e s  which i n  
themselves a r e  n o t  i l l  f u r t h e r a n c e  of  one or  more exenpt  purposes .  

s e c t i o n  1 .501 (c)  ( 3 )  -1 ( b )  ( 1) (iii) of  t h e  r e g u l a t i o n s  s t a t e s  
t h a t  an o r g a n i z a t i o n  is n o t  o rgan ized  e x c l u s i v e l y  f o r  one o r  more 
exempt purposes  i f  i t s  a r t i c l e s  e x p r e s s l y  empower it t o  c a r r y  on, 
o the rwise  t h a n  a s  a n  i n s u b s t a n t i a l  p a r t  of  i t s  a c t i v i t i e s ,  
a c t i v i t i e s  which a r e  not - i n  fu r the rance  o f  o n e  o r  more exempt 
purposes .  

Pursuant  t o  s e c t i o n  1 .501  ( c )  ( 3 )  - l (b)  ( 4 )  of t h e  r egu la t i%ns ,  , 
an  o r g a n i z a t i o n  i s  n o t  o r g a n i z e d  e x c l u s i v e l y  f o r  one o r  more 
exempt purposes u n l e s s  i ts  a s s e t s  a r e  d e d i c a t e d  t o  a n  exempt 
purpose.  An o r g a n i z a t i o n ' s  a s s e t s  w i l l  be c o n s i d e r e d  d e d i c a t e d  
.to a n  exempt purpose ,  f o r  example, i f ,  upon d i s s o l u t i o n ,  such  
a s s e t s  would, by r eason  o f  a  p r o v i s i o n  i n  t h e  o r g a n i z a t i o n ' s  
s r t i c l e s  o r  by o p e r a t i o n  of law,  be d i s t r i b u t e d  f o r  one  o r  more 
exempt purposes,  o r  t o  t h e  Federa l  Government, o r  t o  a  S t a t e  o r  
l o c a l  cjovernment, f o r  a  p u b l i c  purpose, o r  would he d i s t r i b u t e d  
by a c o u r t  t o  a n o t h e r  o r g a n i z a t i o n  t o  h e  used i n  such manner a s  
i n  t h e  judgment o f  t h e  c o u r t  w i l l  b e s t  accompl i sh  t h e  g e n e r a l  
purposes  f o r  which t h e  d i s s o l v e d  o r g a n i z a t i o n  was o r g a n i z e d .  

~ r t i c l e  Three of y o u r  a r t i c l e s  of i n c o r p o r a t i o n  s t a t e s  t h a t  
you a r e  organized f o r  t h e  purpose o f  promoting t h e  C h r i s t i a n  
phi losophy of l i f e  and C h r i s t i a n  va lues  through t h e  c r e a t i o n  and ' 

d i s semina t ion  of C h r i s t i a n - o r i e n t e d  m a t e r i a l s .  T h i s  purpose  
wi thou t  more, a s  s t a t e d  i n  your  a r t i c l e s  of i n c o r p o r a t i o n ,  meets 
t h e  requirements  of s e c t i o n  1 . 5 0 1 ( c )  ( 3 )  - l ( b )  ( i i i )  o f  t h e  
r e g u l a t i o n s .  However, c o n t r a r y  t o  t h e  r equ i remen t s  o f  s e c t i o n  
1 .501  ( c )  ( 3 )  -1 (b) ( 4 )  of t h e  r e g u l a t i o n s ,  your a r t i c l e s  a r e  s i l e n t  
a s  t o  t h e  d i s t r i b u t i o n  o f  your a s s e t s  i n  t h e  even t  o f  your 
d i s s o l u t i o n  and y o u r  a r t i c l e s  do n o t  p r o v i d e  t h a t  your  a s s e t s  a r e  
d e d i c a t e d  e x c l u s i v e l y  t o  an exempt purFase. 

S e c t i o n  1 .501 ( c )  ( 3 )  - l (c )  of t h e  r e g u l a t i o n s  p r o v i d e s  . the 
second t e s t  each o r g a n i z a t i o n  must meet in  o r d e r  t o  q u a l i f y  a s  an 
o r g a n i z a t i o n  exempt under s e c t i o n  501(c )  (3) of t h e  Code. Under 
such  s e c t i o n ,  an  o r g a n i z a t i o n  w i l l  be r e g a r d e d  as " o p e r a t e d  
e x c l ~ s i v e l y ~ ~  f o r  o n e  o r  more exempt purposes  o n l y  i f  it engages 
p r i m a r i l y  i n  a c t i v i t i e s  which accomplish one  o r  more of s u c h  
exempt purposes s p e c i f i e d  i l l  s e c t i o n  5 0 1  ( c )  (3)  . An o r g a n i z a t i o n  
w i l l  n o t  be s o  r ega rded  j.f more t h a n  an i n s u b s t a n t i a l  p a r t  of its 
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a c t i v i t i e s  is not  i n  f u r t h e r a n c e  o f  a n  exempt purpose.  

The  exempt pu rposes  l i s t e d  i n  s e c t i o n  501(c )  ( 3 )  o f  t h e  Code 
and s e c t i o n  1.501 (c)  ( 3 )  -1 ( d )  (1) of  t h e  r e g u l a t i o n s  i n c l u d e :  
r e l i g i o u s ,  c h a r i t a b l e ,  s c i e n t i f i c ,  t e s t i n g  f o r  p u b l i c  s a f e t y ,  
l . i t e r a r y ,  e d u c a t i o n a l  o r  p r e v e n t i o n  o f  c r u e l t y  t o  c h i l d r e n  o r  
an ima l s .  An o r g a n i z a t i o n  may be exempt as an o r g a n i z a t i o n  
d e s c r i b e d  i n  s e c t i o n  5 0 1 ( c )  (3 )  i f  it i s  o rgan ized  and  o p e r a t e d  
sxclus ive1.y  f o r  one  o r  more o f  such purposes .  

s e c t i o n  1 .501 ( c )  ( 3 )  -1 (d)  ( 2 )  of t h e  r e g u l a t i o n s  p r o v i d e s  t h a t  
t h e  t e rm I1char i tableq1 a s  used  i n  s e c t i o n  501(c)  (3) i n c l u d e  t h e  
I1advancenent of r e l i g i o n .  

To meet t h e  r equ i r emen t  f o r  t h e  o p e r a t i o n a l  t e s t ,  " t h e  
purpose  towards  which an  o r g a n i z a t i o n ' s  a c t i v i t i e s  a r e  d i r e c t e d ,  
and n o t  t h e  n a t u r e  of t h e  a c t i v i t i e s  themselves ,  is u l t i m a t e l y  
d i s p o s i t i v e  of t h e  o r g a n i z a t i o i l l s  r i g h t  t o  be c l a s s i f i e d  a s  a 
s e c t i o n  501 (c) ( 3 )  o r g a n i ~ ~ i t i o n .  P r e s b v t e r i a n  & Reformed 
P u b l i s h i n q  Co. v.  C . I . R . ,  79 T.C. 1070,  1082 (1902) ,  q u o t i n q a  
R . S . W .  GrouD, Inc .  v.  Commissioner, 70  T.C. 352, 356-357 (1978) .  
Whether an o r g a r ~ i z a t i o n  s a t i s f i e s  t h e  o p e r a t i o n a l  t e s t  is a  
q u e s t i o n  of f a c t .  See, B.S.W. Group, I n c .  v. Commissioner, 
s u p r a .  Because exemption w i l l  be g r a n t e d  only  i f  t h e  
o r g a n i z a t i o n  is o rgan ized  and o p e r a t e d  f l exc lus ive ly l l  f o r  exempt 
p u r p o s e s ,  t h e  presence  of a  s i n g l e  nonexempt purpose ,  i f  
s u b s t a n t i a l  i n  na tu re ,  w i l l  d e s t r o y  t h e  exemption r e g a r d l e s s  of  
t h e  number o r  importance o f  t r u l y  exempt purposes.  See, s e c t i o n  
1 . 5 0 1 ( c )  ( 3 )  -1 ( c )  (1) of t h e  r e g u l a t i o n s .  I f  no  s u b s t a n t i a l  
nonexempt purpose e x i s t s ,  t h e  income from t r a d e  o r  b u s i n e s s  may 
be exempt i f  t h e  a c t i v i t y  is c a r r i e d  on i n  f u r t h e r a n c e  of an  
exempt pu rpose .  Accordingly ,  p r i o r  t o  g r a n t i n g  you a n  exempt 
s t a t u s  u n d e r  s e c t i o n  5 0 1 ( c )  ( 3 ) ,  w e  must de t e rmine  toward  what end 
a r e  y o u r  a c t i v i t i e s  d i r e c t e d  and whether  such a c t i v i t i e s  have  
t h e i r  b a s i s  i n  a  s u b s t a n t i a l  commercial  purpose .  

To a s s i s t  themselves  i n  d e c i d i n g  whether t h e  a c t i v i t i e s  o f  
an o r g a n i z a t i o n  a r e  conducted  f o r  an  exempt purpose,  t h e  c o u r t s  
have  g e n e r a l l y  focused on how an o r g a n i z a t i o n  c a r r i e s  on i t s  
a c t i v i t i e s ,  i m p l i c i t l y  r e a s o n i n g  t h a t  an end can  be  i n f e r r e d  from 
t h e  chosen means. Al though n o  one f a c t o r  is d e t e r m i n a t i v e ,  t h e  
c o u r t s  have  looked a t  v a r i o u s  f a c t o r s  i n  making t h e i r  d e c i s i o n s .  

One o f  t h e  f i r s t  c a s e s  where exemption was d e n i e d  t o  a  
r e l i g i o u s  p u b l i s h i n g  h o u s e  is s c r i p t u r e  P r e s s  Foundat ion  v. 
Uni ted  S t a t e s ,  285 F.2d 800 (1961) ,  cert. den., 368 U. S.  985 
( 1 9 6 2 ) .  There  t h e  o r g a n i z a t i o n  was devo ted  t o  p u b l i s h i n g  
r e l i g i o u s  m a t e r i a l s  f o r  sunday s c h o o l  i n s t r u c t i o n .  The  c o u r t  i n  
S c r i ~ t u r e  P r e s s  F o u n d a t i s  found t h a t  f a c t o r s  such a s  t h e  
p a r t i c u l a r  manner i n  which  an o r g a n i z a t i o n r s  a c t i v i t i e s  a r e  
conduc ted ,  t h e  commercial hue of t h o s e  a c t i v i t i e s ,  a n d  t h e  
e x i s t e n c e  and amount o f  a n n u a l  o r  accumulated p r o f i t s  a r e  
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r e l e v a n t  ev idence  of 3 impermiss ib le  predominant pu rpose .  

You have s t a t e d  t h a t  your a c t i v i t i e s  w i l l  c cns i s t .  of 
p roduc t ion  and  d i s s e m i n a t i o n  o f  ~ h r i s t i a n - a r i e n t e d  educa t iona l  
r e c o r d i n g s ,  i n c l u d i n g  sermons and musical  r eco rd ings ;  ope ra t ion  
o f  t h e  r e s o u r c e  c e n t e r  d i s semina t ing  such m a t e r i a l s ;  and  
p r o d u c t i o n  a n d  d i s semina t ion  of c a t a l o g s  and o t h e r  promotional 
m a t e r i a l  r e l a t e d  t o  t h e  r e s o u r c e  c e n t e r .  You have provided u s  
wi th  c o p i e s  o f  your promot ional  m a t e r i a l s  and copy of a c a t a l o g .  
The c a t a l o g ,  s i m i l a r  t o  t h o s e  used by a f o r - p r o f i t  commercial 
bus iness ,  p r o v i d e s  p i c t u r e s  and d e s c r i p t i o n  of t h e  a u d i o  
c a s s e t t e s  and compact d i s c s  f o r  s a l e  and t h e  p r i c e  of each i tem.  
Your c a t a l o g  a l s o  c o n t a i n s  adverti .sements f o r  two o rgan iza t ions ,  
a t r a v e l  company and a p r i n t i n g  company. A f t e r  r ev iewinq  your 
promotional. m a t e r i a l s  and c a t a l o g ,  w e  do not b e l i e v e  t h a t  your 
s e r v i c e s  and a c t i v i t i e s  a r e  conducted i n  a manner d i f f e r e n t  from 
any o t h e r  commercial. bus iness  s e l l i n g  mus ica l  r eco rd ings  and 
p r i n t e d  l i t e r a t u r e .  The manner i n  which an o r g a n i z a t i o n  conducts 
i t  a c t i v i t i e s  is s t r o n g  ev idence  of t h e  predominance o f  nonexempt 
commercial pu rposes .  S s ,  m e d  Missionary Avia t ion ,  Ij-, 3C 
Memo 1990-566, and  S z r i p t u r e  P r e s s  Founda t ion ,  supra .  

3, 
c o m p e t i t i o n  w i t h  commercial. f i rms  a l s o  i s  s t r o n g  evidence o f  

a s u b s t a n t i a l  nonexempt purpose .  See, B. S.W. Group, I n c . ,  s u p r a .  
Commercial f i r m s  which s e l l  s ecu l . a r  musical  r e c o r d i n g s  g e n e r a l l y  
a l s o  s e l l  r e l i g i o u s  r e c o r d i n g s .  The s a l e  of aud io  c a s s e t t e s  and 
compact d i s c s  i n  t h e  manner d e s c r i b e d  by you i s  i n  compe t i t ion  
with s u c h  f o r - p r o f i t  bus inesses .  Because your  promot ional  
m a t e r i a l s  o r  your c a t a l o g  do n o t  s t a t e  o t h e r w i s e ,  we assume t h a t  
t h e  musical  r e c o r d i n g s  and r e l i g i o u s  l i t e r a t u r e  s o l d  by you is 
a v a i l a b l e  i n  t h e  market from o t h e r  s o u r c e s .  S ince  t h e  conduct of 
t h i s  b u s i n e s s  is your  primary a c t i v i t y ,  we b e l i e v e  t h a t  such 
f a c t s  weigh h e a v i l y  a g a i n s t  exemption. 

Whethe.7 an o r g a i ~ i z a t i o n  p rov ides  i t s  m a t e r i a l s  a t  o r  below 
c o s t  is anot i ier  c o n s i d e r a t i o n  i n  de te rmin ing  whether such 
o r g a n i z a t i o n  h...- a  commercial purpose.  U n i t e d  Miss iona ry  
A v i a t i o n ,  Inc., s u p r a .  The p r i c e s  s t a t e d  i n  your c a t a l o g  f o r  t h e  
audio  c a s s e t t e s  and compact d i s c s  seem comparable  t o  audio 
c a s s e t t e s  a n d  compact d i s c s  s o l d  by csmmercial  f i r m s .  You have 
not  i n d i c a t e d  t o  us ,  and you do n o t  a d v e r t i s e  to your p o t e n t i a l  
cus tomers ,  t h a t  t h e  musical  r eco rd ings  a r e  s o l d  at or  below c o s t .  

S u b s t a n t i a l  p r o f i t s ,  wh i l e  n o t  d e t e r m i n a t i v e ,  a l s o  i n d i c a t e  
t h a t  an  u r g a n j . z a t i o n l s  pr imary purpose i s  commercial i n  na tu re .  
S c r i p t u r e  P r e s s  ~ o u n d a t i o n ,  supra. In  t h e  f i n a n c i a l  da ta  
submi t t ed  w i t h  your a p p l i c a t i o n ,  you d o  not  a n t i c i p a t e  any e x c e s s  
r evenues  o v e r  expenses  f o r  t h e  f i s c a l  y e a r s  * * * * ,  **** and ****. 
However, under  l i n e  22  * * * *  f i n a n c i a l  d a t a  you show expenses o f  
$***** ,  $******  a n d  $******  i n  f i s c a l  y e a r s  ****, **** and 
****, r e s p e c t i v e l y ,  under t h e  ca teqory  qtother . i '  You have n o t  
a t t a c h e d ,  a s  r e q u i r e d  by t h e  Se rv ice ,  a s c h e d u l e  of such 
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expend i tu re s .  A s s u G n g  t h a t  t h e s e  a r e  n o t  s a l a r i e s  a n d  wages 
( s i n c e  t h e r e  i s  a s e p a r a t e  l i n e  i t e m  f o r  t h e s e  e x p e n s e s ) ,  we .' - 
b e l i e v e  t h a t  s u c h  amounts, or *  l e a s t  a  p o r t i o n  t h e r e o f ,  a r e  
p r o f i t s .  I n  a d d i t i o n ,  t h e  **** *****  , a  n e w s l e t t e r  submi t t ed  by 
you, i n d i c a t e s  t h a t  you  a n t i c i p a t e  e a r n i n g  a  p r o f i t  from s a l e  o f  
t h e  b roadcas t  t a p e s  a n d  s h a r i n g  t h e  p r o f i t  w i t h  * * * * *  ** * *  e  
t e l e c a s t  and ***** * *  * * *   r a d i o  b r o a d c a s t .  

L a s t l y ,  you have s t a t e d  i n  your a p p l i c a t i o n  t h a t  
approximately *** % of y o u r  income w i l l  be u n r e l a t e d  b u s i n e s s  
income. Th i s  f a c t  a l s o  i n d i c a t e s  t h a t  a  s u b s t a n t i a l  amount of 
your  a c t i v i t i e s  w i l l  have  a commercial hue. 

The re fo re ,  based  upon t h e  f a c t o r s  d i s c u s s e d  a b o v e ,  w e  have 
concluded t h a t  y o u r  a c t i v i t i e s  have t h e i r  b a s i s  i n  a  s u b s t a n t i a l  
nonexempt pu rpose ,  f u r t h e r i n g  a  commercial endeavor .  Your 
r e l i g i o u s  p u r p o s e s  a r e  i n c i d e n t a l  t o  your  commercial  endeavor o f  
s e l l i n g  r e l i g i o u s  l i t e r a t u r e .  

As d i s c u s s e d  p r e v i o u s l y ,  your a r t i c l e s  o f  i n c o r p o r a t i o r v d o  
n o t  provide  t h a t  s h o u l d  you d i s s o l v e ,  a l l  of your a s s e t s  w i l l  be 
d i s t r i b u t e d  t o  a n o t h e r  c h a r i t a b l e  e n t i t y  o r  a  governmental  b a y .  
The re fo re ,  it is p o s s i b l e  f o r  your e a r n i n g s  t o  be d i s t r i . b u t e d  t o  
p r i v a t e  persons  o r  t o  f u r t h e r  non-exempt e n d s .  T h i s  s u g g e s t s  
t h a t  p r i v a t e  inurement  o r  b e n e f i t  is  p o s s i b l e ,  which i s  
s p e c i f i c a l l y  p r o h i b i t e d  under  s e c t i o n  501 (c)  ( 3 )  . 

We have p l -evious ly  r u l e d  t h a t  a  n o n - p r o f i t  o r g a n i z a t i o n  
ope ra t ed  i n  a  non--commercial manner and fcrmed t o  t iducate t h e  
p u b l i c  t h rough  d i s s e m i n a t i o n  o f  p r i n t e d  m a t e r i a l s  and r a d i o  
b roadcas t s  may q u a l i f y  f o r  exemption from f e d e r a l  in-ome t a x  
under s e c t i o n  501 ( c )  ( 3 )  o n  the b a s i s  o f  be ing  an e d c c a t i o n a l  
o r g a n i z a t i o n .  See, Rev. R u l .  67-342, 1967-2 C.B. 187;  Rev. Rul. 
68-563, 1968-2 C . B .  212 a n d  Rev. Rul 76-4, 1976-1 C.E. 145, 
compare, Rev. Ru l .  60-351, 1960-2 C.B. 169 and Rev. Rul. 77-4, - 
1977-1 C.B. 141. Because you a r e  ope ra t ed  i n  a  commercial  
manner, t h i s  r e a s o n  i n  and of i t s e l f  c a u s e s  you n o t  to  q u a l i f y  as 
an e d u c a t i o n a l  o r g a n i z a t i o n  under s e c t i o n  5 0 1 ( c )  ( 3 ) .  

Rased upon t h e  above  d i s c u s s i o n ,  we conc lude  t h a t  you do n o t  
q u a l i f y  f o r  exemption u n d e r  s e c t i o n  501(c )  (3 )  of t h e  Code. You 
a r e  r equ i r ed  t o  f i l e  f e d e r a l  income t a x  r e t u r n s  on Form 1120. 

You have t h e  r i g h t  t o  protesi :  t h i s  r u l i n g  i f  you b e l i e v e  it 
is i n c o r r e c t .  To p r o t e s t ,  you should submi t  a s t a t e m e n t  o f  your  
views,  w i t h  a ful :  e x p l a n a t i o n  o f  your  r eason ing .  T h i s  
s t a t emen t ,  s i g n e d  by o n e  o f  your o f f i c e r s ,  must  be submi t t ed  
wi th in  30 day:; from t h e  d a t e  o f  t h i s  l e t t e r .  You also have a 
righi: to a  confe rence  i n  t h i s  o f f i c e  a f t e r  y o u r  s t a t e m e n t  is 
submit ted .  You must r e q u e s t  ti12 confe rence ,  i f  you want one ,  
when you f i l e  y o u r  p r o t e s t  s ta tement .  I f  you a r e  t o  be 
rep resen ted  by someone who i s  n o t  one  o f  your  o f f i c e r s ,  t h a t  
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person w i l l  need t r ~  f i l e  a p r o p e r  power of a t t o r n e y  a n d  o the rwise  
q u a l i f y  under  o u r  c c n f e r e n c e  and p r a c t i c e s  Requirements .  

I f  you do not  p r o t e s t  t h i s  r u l i n g  in  a t i m e l y  manner,  it 
w i l l  b e  cons ide red  by t h e  I n t e r n a l  Revenue S e r v i c e  a s  a f a i l u r e  
t o  e x h a u s t  a v a i l a b l e  a d m i n i s t r a t i v e  remedies. S e c t i o n  7428 (b) ( 2 )  
o f  t h e  Code p rov ides ,  i n  p a r t ,  t h a t  a  d e c l a r a t o r y  judgement o r  
d e c r e e  unde r  t h i s  s e c t i o n  s h a l l  not  be i s s u e d  i n  any p roceed ing  
u n l e s s  t h e  Tax Cour t ,  the  U n i t e d  S t a t e s  C o u r t  of F e d e r a l  Claims,  
o r  t h e  D i s t r i c t  Cour t  cf t h e  United S t a t e s  for t h e  District of 
Columbia de termines  t h a t  t h e  o rgan iza t ion  involved h a s  exhausted  
a d m i n i s t r a t i v e  remedies  ava j - l ab le  t o  it w i t h i n  t h e  I n t e r n a l  
Revenue S e r v i c e .  

I f  w e  do n o t  h e a r  fror. you wi th in  30 days ,  t h i s  r u l i : ~ g  w i l l  
become f i n a l  ;nd c o p i e s  w i l l  h~ forwarded t c  your key  d i s t r i c t  
o f f  ice. Ther saf  t e r  , any quer,Lions about your Eedera 1 income t a x  
s t a t u s  shou ld  b e  addres sed  t h a t  o f f i c e .  

d 

You w i l ' l  e x p e d i t e  o a r  r e c e i p t  of your r e p l y  by u s i n g  t h e  
f o l l o w i n g  addres s  on t h e  envelope:  ?a 

I n t e r n a l  Revenue Service  
***************** ****** * * *  
1111 ~ e n s t i t u t i o n  Ave, N.W. 
k?~si~i ; !q ton,  D.C. f ' 3 2 2 4  

If you hav?  any  q u e s t i ~ n s ,  p l e a s e  c o n t a c t  t h e  p e r s o n  whose 
name and t e l e p h o l ~ e  number are shown in  the head ing  o f  t h i s  
le t ter .  

S i n c e r e l y ,  

Iryled) ****** ******** 
*****  ** ***   
Chief,  Exempt O r g a n i z a t i o n s  

Techn ica l  Branch  4 


